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HIGHLIGHTS
 

o 	 The Military Housing Certificate Pilot Program kicked off
 
in both Novgorod and Pskov during the week of April 25.
 
Three officer orientation sessions were held in Novgorod
 
and one large session was held in Pskov. Ms. Marina
 
Velikanova of USAID participated in the initial orientation
 
in Novgorod and in the session in Pskov. She also
 
participated in discussions with local officials about the
 
program.
 

o 	 Local officials indicate that ten officers in Pskov and six
 
in Novgorod had located housing and negotiated a price with
 
the developer/owner by the end of the period. Some units
 
in Pskov had Certificates of Occupancy from the
 
municipality and had been inspected by the bank's engineer.
 
Pskovakobank anticipated being able to submit the first
 
batch of approved pre-sales agreements to the program
 
reviewers early in May.
 

o 	 While the program got off to a good start, officials in
 
both cities raised issues about the adequacy of the price
 
cap and the adequacy of the supply of newly constructed
 
housing that could be available for occupancy within six
 
months. Both concerns were particularly focused on larger
 
families. They believed that 
the stock of finished or
 
almost finished units would be quickly exhausted, and that
 
those making deals for less complete units would have
 
difficulty with the program's unit funding cap. Local
 
officials had suggestions about how the program could be
 
modified to enable officers to better take advantage of it
 
(see below).
 

o 	 Both sites requested a review of the program design after
 
one month's experience. Those meetings are being scheduled
 
for Novgorod on June 2 and Pskov on June 3. 
 We will have
 
the August pricing rates by then as well as several weeks
 
experience of officers' housing search and program
 
processing.
 

o 	 Training occurred for the bankers, pricing centers and
 
housing offices prior to implementation of the program.
 
During the training, several changes were proposed to the
 
banking and program administration manuals, including
 
several of the forms. Revised versions are being developed
 
and copies will be provided to both communities, the banks,
 
and the program reviewers.
 

KEY ISSUES
 

o 	 PSKOV: Pskov officials are particularly concerned about
 
the effects of the $25,000 per unit cap. Prices are
 
already over the cap for both three and four-bedroom units.
 
In addition to requesting USAID to increase (or remove) the
 
cap, they also indicated they are considering adding local
 
funds to those provided by USAID so that the officers will
 
be able to obtain housing meeting the social norm, which
 



they indicate it is their obligation to pro',ide. They

agreed to hold off on any such action until after a review
 
early in June.
 

o 	 Several of the officers attending the Pskov briefing

indicated difficulties in traveling to and from Pskov for
 
the meetings and to look for housing. Three particular
 
situations were described:
 

Those traveling from Latvia indicated they had to pay

15,000 rubles to cross the border. Several officers
 
from both Latvia and Estonia have no friends or
 
relatives in Pskov and not enough resources for a
 
hotel. At least three reported sleeping in the bus
 
station the. night before. Local officials were
 
arranging temporary housing for those staying over to
 
look 	for housing.
 

Other officers were only able to get approval for a
 
one-day visit or they would not be allowed back into
 
Estonia. Local officials arranged a ride to the
 
border because the officers had missed the last bus.
 

Perhaps the most serious issue concerns officers in
 
Estonia who have been informed that they must leave
 
the country no later than July 1. They are, of
 
course, feeling particular pressure to find housing
 
they can move into by then.
 

Pskov officials directly asked for USAID assistance in
 
raising the price cap and in obtaining better
 
cooperation with Estonia and Latvia to reduce the
 
costs to cross the border, provide visas that allow
 
adequate time for housing search, and allow an more
 
time for those required to leave Estonia.
 

o 	 Officials of Pskovakobank are concerned that the reviewers
 
be ready to receive their initial packages of pre-sales
 
agreements. They would like to have a working session with
 
the reviewers to be sure that everything is in order and to
 
get the first cases approved quickly. (Urban Institute
 
staff anticipate meeting with the reviewers on May 6 and
 
will schedule a visit by the reviewers and Urban Institute
 
staff to both sites for the followinq week.)
 

o 	 NOVGOROD: Novgorod officials are also primarily concerned
 
about the effects of the price cap and the lack of
 
availability of housing units that can be completed within
 
six months--particular 3- and 4-room units. They requested
 
consideration of the following:
 

Allow them to expand their jurisdiction to the 
complete Oblast rather than just the City of Novgorod.
It was their decision initially to determine the area 
within which the officers could search. The only 
concern is that the initial limitation may have 
excluded officers on Oblast waiting lists from the 
program. We are proposing that if the Oblast agrees,
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the area of the program can be expanded to the
 
complete Oblast.
 

They have a few officers for whom the social norm
 
would require a 4-room apartment. They requested that
 
a four-room unit price be developed, which of course
 
would require that the cap be increased or removed.
 

In the current municipal housing allocation practices,

when a family needs a 3-room flat to meet the social
 
standard but none is available, they are sometimes
 
able to offer the family two one-room flats on the
 
same floor of a building. (For a family needing a 4
room flat, they may offer a one-room plus a two-room
 
flat on the same floor). These solutions offer the
 
family sufficient total living space to meet the
 
social norm. Novgorod program officials requested

permission to apply this policy also for the military

housing program. The family would then own two flats
 
which they could occupy or might trade to a family

with a three-room flat which wants to split into two
 
smaller households.
 

They also requested clarification of whether the
 
officers could purchase units that had been purchased

from the original developer and perhaps resold to a
 
second buyer, but had never been occupied. Our
 
guidance is that so long as the unit was built by a
 
private firm and has never been occupied, they would
 
meet the program criteria.
 

Novobank is awaiting a revised copy of the Bank Manual
 
approved for its contract, which includes requested
 
changes to the Pre-Commitment Letter to be issued by

the bank. Revised copies will be delivered to them on
 
May 5. The bank is unwilling to issue such letters
 
until the revised form is approved, which may have
 
delayed a few officers' ability to negotiate Pre-Sales
 
Agreements.
 

During the second and third days of orientation
 
sessions, officers attending earlier sessions returned
 
to indicate that they had visited all of the
 
contractors on the list and none 
of them had units
 
available to meet their needs. They requested a list
 
of more names. (It should be pointed out that while
 
the officers had their names on the housing waiting

list, many of them had never lived in Novgorod or
 
Pskov and knew little about the communities and their
 
housing. They were more reliant, at least initially,
 
on guidance from the local program administrators.)

Novgorod program administrators agreed to work on
 
expanding the list of referrals to contractors.
 



MAJOR ACTIVITIES
 

o 	 Bank Training. On April 14-15 Elena Klepikova of the Urban
 
Institute trained bank staff in Pskov. 
On April 18-20 she
 
trained the bank staff in Novgorod, and she returned to
 
Pskov on April 21-22 to discuss a number of changes to the
 
Bank Manual. The changes agreed to are being made and a
 
revised Bank Manual will be provided next week to both
 
banks and program reviewers.
 

o 	 Housing Office Training. On April 20, Ned Symes of Quadel
 
arrived in Novgorod to complete preparations for the
 
training of housing officials and to make last minute
 
adjustments. Training for the administrative staff
 
occurred on April 21, 22 and 25.
 

On April 20, Melodee Melin of Quadel arrived in Pskov. She
 
provided training to the Administrative staff on April 21,
 
22, 25 and 26.
 

o 	 Pricing Center Training. Harold Katsura of the Urban
 
Institute worked with the pricing centers in both
 
communities. This involved some training and it also
 
involved developing the data needed to approve the prices
 
for July for both sites.
 

o 	 Officer Orientations. In Novgorod, orientations were held
 
for small groups of officers on April 26, 27, and 28. The
 
orientations involved presentations by local officials,
 
Quadel staff, and presentation of the slide and sound show
 
describing the program in detail. At the end of each
 
session, officers were interviewed by the housing staff and
 
those eligible were issued their Certificates. This
 
approach appears to have worked very well and processing
 
was quite smooth for all three sessions.
 

Pskov had a single orientation for the officers on April
 
27. Presentations were made by local officials, Marina V
 
of USAID, Quadel staff, bank officials, and some local
 
developers. This was a somewhat more cumbersome approach,
 
and the inclusion of the developers, while helpful, also
 
tended to raise the anxiety of the officers because some of
 
the developers indicated the program wouldn't work for
 
their units without more than six months for completion or
 
a higher level of assistance.
 

Because of the border crossing problems, the officers
 
sorted themselves out based on who had to return that
 
night. The housing office stayed open late to process

approximately the first half of the cases, and Pskovakobank
 
stayed open until 11:00 pm to receive the Certificates and
 
issues Pre-Cummitment Letters.
 

In both sites there was television and newspaper coverage
 
of the events and in Pskov a story aired on radio.
 

o 	 Follow-up Activities. Urban Institute staff and
 
consultants and Quadel staff remained in Novgorod through
 



the week to help answer questions and to meet with local
 
officials to discuss their concerns about the program.
 

PRICING THE CERTIFICATES
 

The Urban Institute approved the following prices in
 
Novgorod:
 

Rooms
 
1 2 3
 

April 30 $ 14,547 21,055 25,266 (25,000)
 
May 31 15,722 22,756 27,307 (25,000)
 
June 30 17,123 24,784 29,741 (25,000)
 
July 31 17,485 25,307 (25,000) 30,369 (25,000)
 

In Pskov, UI approved the following prices:
 

Rooms
 
1 2 3
 

May 31 $17,506 25,338 (25,000) 30,405 (25,000)

June 30 18,806 27,219 (25,000) 32,663 (25,000)

July 31 20,438 29,581 (25,000) 35,497 (25,000)
 

The 	pricing methodology indicates that both communities
 
exceed the $25,000 cap for 3-room units from the very beginning

of the program. Pskov prices also exceed the limit from the
 
beginning for 2-room apartments; Novgorod hits the cap in the 2
room category with July's price.
 

ACTIVITIES FOR THE NEXT PERIOD 

1. 	 Meetings are scheduled with the reviewers from KPMG for
 
Friday, May 6. Rizor and Aristova will accompany the
 
reviewers for two-day visits to each site on May 10-13.
 

2. 	 Revised versions of the Bank Manual and the Program

Administration Manual will be completed in Russian and
 
English and distributed to both sites and the program
 
reviewers.
 

3. 	 Rizor and Aristova will travel to Novgorod for meetings on
 
May 6 (and May 7 if necessary) with Novobank and to deliver
 
the revised Bank Manual.
 

SIGNIFICANT PROBLEMS
 

None.
 

ITEMS FOR ACTION BY USAID
 

1. 	 At the request of both sites, meetings are being scheduled
 
for June 2-3 to have a review of program progress. USAID
 
should inform us of whether or not they will attend.
 



2. 	 Unless exchange rates change in favor of the dollar, the

pricing cap is almost certain to lead the list of requested

changes by the communities. It may be advisable to meet
 
prior to the June meetings to discuss this issue.
 

3. 	 We request immediate feedback on Novgccod's request to be
 
able to apply an exception available to them in their
 
current unit assignment policies to provide a family with
 
two small units of about the same total square meters when

the preferred larger single unit is not available.
 

4. 	 Pskov has asked for USAID's assistance in getting Latvia
 
and Estonia to relax 
current restrictions which make
 
housing search very difficult and/or expensive 
for 	the
 
officers, and to help persuade Estonia to relax the July 1
 
requirement for officers and their families to leave
 
Estonia.
 


